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KEY ECONOMIC INDICATORS: NORWAY 


July 1972 


Values in million US # 


Item and date of most recent data shown 1970 
GNP at current prices 13,509 
GNP at constant (1961) prices 8,834 
Per Capita GNP, constant prices (dollar) 2,271 
Investments as % current GNP 33.5 
Investments in machinery and equipment 987 
Investments in plants f 2,252 
Notes in circulation (3/§2) 1,109 
Bank credit outstanding (3/72) 4,101 
Net Gold and Foreign Exchange Reserves (4/72) 1,140 
Current Account Bal. of Payment (4/72) - 194 
Production: Major Agr. Fish, Mfg. Items 
Milk, 1000's of liters (3/72) 1,545 
Fish, 1000's of metric tons (3/72) 2,698 
Wood Pulp, 1000's of metric tons (3/72) 2,210 
Paper and Board, 1000's of metric tons (3/72) 1,412 
Ferroalloys, 1000's of metric tons (3/72) 553 
Crude Steel, 1000's of metric tons (3/72) 870 
Aluminum, 1000's of metric tons (3/72) 522 
Electric power production, mill. Kwhr. (3/72) 57,805 
Housing Units Started (3/72) 37,400 
Passenger Cars Registered (5/72) 72,500 
Unemployment Rate (% of wage earners (4/72) 1.0 
Hourly wage male industrial workers 
(dollars) (3/72) 2.07 
Indices: 
Consumer Price (1968=100) (6/72) 114.0 
Wholesales Price (1961=100) (5/72) 127 
Industrial Production (1961=100) (4/72) 159 
Foreign Trade: 
Total Exports, Excl. ships, FOB (4/72) 2,313 
Exports to U.S. (4/72) 152 
Total Imports, Excl. ships, CIF (4/72) 3,527 
Imports from U.S. (4/72) 287 
Imports from other main sources (Excl. ships) 
Sweden (4/72) 650 
West Germany (4/72) 488 
United Kingdom (4/72) 463 
Ship Exports (4/72) 328 
Ship Imports (4/72) 4g 
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Main Imports from U.S. January - April 1972 
Millions of dollars 


Machinery 25.3 
Transport Equipment 3.8 
Chemical Compounds (mainly Alumina) 10. 

Oilseeds (mainly Soybeans) 11 
Coal, Fuel Oils, and Lubricants 5 
Grains 2. 
Fruit and Vegetables 3e 
Scientific and Technical Instruments > 
Tobacco, raw 2 


Main Exports to the U.S. January - April 1972 
Millions of Dollars 


Nickel 12.3 
Frozen Fish Fillets 11,6 
Canned Fish 6.4 
Aluminum 15.5 
Furs (mainly mink) 2.4 
Ferroalloys 3.0 
Iron and Steel 44 
Non-Electrical Machinery 2.3 
Fertilizers 2.1 


Source: Central Bureau of Statistics 


Par Value established December 1971: $1.00 = NKr 6.64 
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SUMMARY 


Economic growth in Norway has slowed down since early 1971, but the level 
of activity remains high in most sectors of the economy and unemployment 
is still very low. Prospects for the near future are good. Although 
economic indicators available show few signs of an imminent upswing, a 
sense of optimism seems to prevail in business circles and among govern- 
ment planners. The current economic lull is largely a result of falling 
demand from abroad for some of Norway's traditional export products, 
notably pulp and paper and metals. Since demand for these is exceptional- 
ly sensitive to changes in business cycles, the current strengthening of 
economic activity among Norway's major trading partners, including the 
United States, is expected to result in an early rise in foreign demand. 


Business' optimism may, however, also reflect prospects in the longer 
run, that is, business opportunities within an enlarged EC and in connec- 


tion with Norway's emergence as an oil producing nation. 


Off-shore oil exploration and production, including supply services, 


appear to be the major growth sector for US business in Norway. Another 


potential growth sector is pollution control equipment. Prospects for 
sales of US corn and wheat are good, byt the market for US tobacco 
continues to shrink. An expected strengthening of consumer demand should 


offer good opportunities for a wide variety of US goods. 








CURRENT ECONOMIC SITUATION AND TRENDS 


Economic Upswing in the Offing 


The slow-down in overall economic growth since early 1971 continues 
although economic activity remains at satisfactory levels in most 
sectors of the economy. The labor market is less tight, but unemploy- 
ment is still low. Despite a sluggish performance of important export 
industries, a sense of optimism about near-future prospects seems to 
permeate the business community. Government forecasts for 1972 con- 
tinuesfavorable although the anticipated GNP rate of growth for 1972 
has been revised slightly downward to 4.5%. Businessmen's optimism - 
reflected in i.a. a sharp upturn in stock market prices recently - 
appears mainly to be based on the signs of increased economic activity 
among Norway's major trading partners including the United States. 
Domestic economic indicators available do not yet point to a changing 
economic trend. This economic upswing abroad is commonly believed to 
lead to an early rise in the demand for pulp, paper, and metals, the 
export products most severely hit by the business slump abroad. - 
Products which normally are very sensitive to fluctuations in business 
cycles. If this take place, the Norwegian economy will only have been 
marginally affected by the 1970 - 71 international recession despite 
its heavy dependence on international trade. 


Industrial Production Growth at a Low. 


The growth curve for production in the manufacturing industries con- 
tinues to flatten out. Judged by the seasonally adjusted index, 
production in manufacturing rose at an annual rate of only 2% in 
February-April, compared with a rate of 3.7% for the full year of 
1971 and average annual rises of 5.4% during the 1960's. The low 
production growth reflects weak demand from abroad and a lower rate 
of growth in domestic consumer demand lately. The sub-indices (not 
seasonally adjusted) for various branches of industry show that 
production in the pulp and paper, and the chemical, the clothing and 
the rubber industries was lower in January-April 1972 than during the 
same period last year. No growth, or very minor growth, was registered 
in primary iron and metals, foods, tobacco, and textiles. The only 
branches of industry that could point to significant rises in output 
in January-April were the engineering industry and the electrotechni- 
cal and machinery industries, all of which possess fat order books. 


Except for a sharp drop in profits, the manufacturing industries have 
passed through the 1970-71 international business slump with a mini- 
mum of adverse effects. Few bankruptcies or other business failures 





outside the pulp and paper industry appear to have been directly 
attributable to generally reduced demand. In the pulp and paper 
industry about a dozen mills, mostly small-sized chemical pulp plants, 
have been shut down permanently. This elimination of the small units 
in the wood pulp industry is commonly regarded as a necessary develop- 
ment to streamline the Norwegian pulp industry, a process which pro- 
bably is far from completed. The manufacturing industries have 
largely been able to maintain employment at a high level. The capi- 
tal intensive export industries which have been most affected by 
reduced demand from abroad (pulp and paper, ferroalloys, aluminum, 
magnesium) appear to have chosen to produce for stocks and are using 
their labor for maintenance work rather than laying off men. Indus- 
try's stocks of its own products rose by 27% in 1971 and stocks of 
export goods were 55% higher at the end of 1971 than one year earlier. 
Stocks of goods for exports are now reportedly on their way down. 


Consumer Demand Weak but Likely to Grow Shortly. 


The most recent retail trade data indicate only modest increases in 
comsumer demand. The volume of retail trade for the first four months 
of 1972 thus rose by only 1.9% over the corresponding period in 1971. 
Comparable rates of growth in the two preceding four month periods 
were 3.7% (September-December 1971) and 4.3%(May-August 1971). The 
weak growth in consumer demand so far this year is believed to be a 
result of the development in disposable personal incomes which have 
been reduced by higher withholding taxes and rising prices on consumer 
items. Passenger car sales for instance fell by 17% to 28,100 wits 
in January-May, compared with the same period in 1971. The Central 
Bureau of Statistics reports that real wages in industry for the first 
quarter of 1972 were an estimated 1-2% lower than in the last two 
quarters of 1971. The recently concluded wage and salary settle- 
ments are likely to bring about an increase in consumer demand in the 
summer and fall months. Rising consumer demand will also mean in- 
creasing demand for products from abroad and stocks on hand of imported 
goods are about normal. About 40% of the increase in consumer demand 
in Norway is normally directed toward imported products. 


Growing Demand from Abroad. 


After almost oreyear of stagnation, foreign demand for Norway's products 
now appear to be on an upward trend. Commodity exports rose by 10% in 
terms of value in the first five months of 1972, by 20% in May alone. 
The Central Bureau of Statistics in its most recent survey of current 
business warns against drawing conclusions about a connection between 
the export rise and the current revival of the economies of some of 
Norway's major trading partners. About three-quarters of the rise in 
the January-May exports was accounted for by products less sensible 








to fluctuations in international business cycles. Those products which 
have experienced the most pronounced marketing difficulties abroad, 
notably pulp and paper and various metals accounted for only an in- 
significant part of the increase in export value in January-May. 
Industry and business leaders, however, expect an early upturn in inter- 
national demand for these products also. Except for aluminum, which 

is expected to suffer from world-wide overcapacity for the next few 
years, the prices of all these products are expected to rise. 


Investments in Industry Declining. 


Although still relatively high, total investments continue to decline. 
Capital spending in industry, mining and electric power production 
planned for 1972 is about 2% lower than last year's in terms of value, 
indicating a volume decline of nearly 10%. Recent data on new orders 
for machinery also point toward a lull in industrial investments. 
Reduced planned investments are particularly evident in the primary 
iron and metal industry (down almost 30% from 1971) and in pulp and 
paper (down 12% from 1971). Building and construction work in industry 
started in February-April 1972, and was almost one-third lower in terms 
of floor space than one year earlier. Residential building, which was 


very high in 1971, is, however, trending upwards after a couple of slack 
winter months. 


The upturn underway in international business cycles is likely to 
stimulate capital spending in Norwegian industry particularly if and 
when the current profit squeeze is replaced by more normal profit 
margins. It is, moreover, probable that industry is resting on its 

cars to await the results of the Storting (Parliament) vote on Nor- 
wegian membership in the EC following the September plebiscite. 

Numerous statements by industry leaders indicate that Norwegian industry 


see great chances for expanding inside an enlarged Common Market of 
Europe. 


New Turn on Wage/Price Spiral. 


New wage and salary contracts involving a major part of the Norwegian 
labor force have now been concluded. The negotiations between the 

two major organizations of organized labor, the Norwegian Federation 
of Trade Union (LO) and the Norwegian Employers' Association (NAF), 
resulted in a settlement which, including wage drifts, will increase 
wages in industry by 17-18% in the two year period until the Spring of 
1974- Me half of the rise is expected in the first year. The com- 
parable rise for the preceding two-year period was about 25%. Wage and 





salary settlements for national and municipal government employees 
were comparable to those negotiated between the LO and NAF. Price 
and support agreements have also been negotiated between the govern- 
ment and the farmers and fishermen. The new two-year agricultural 
price agreement starting July 1, 1972, will result in a $ 37 million 
rise in total farm income during the first year and $ 20 million in 
the second year. Product price subsidies and other support to the 
fisheries is estimated at $ 30 million for 1972. The Consumer Price 
Index rose by 7.5% in the one-year period ending June 15, 1972. 
Substantial price increases are expected in the next few months 
because of the wage agreements and the price settlements for agri- 
culture and fisheries. The CPI is officially expected to rise by 
5%@ in the one-year period starting May 15, 1972 and by 3% in the 
next one-year period. Because of comparable developments among major 
trading partners, the strong upward price/cost push over the last 
couple of years does not appear to have affected the international 
competitiveness of Norwegian products. 


Norwegian Krone Stays Strong in Currency Crisis. 


As was the case during the international currency crisis last year, 

the Norwegian krone has proved its strength again since Britain floated 
the pound in the last week of June. The new rate on July 5 represented 
a 7% de facto devaluation of the pound against the Norwegian krone. 

The krone/US dollar rate of the same date dipped below the lower level 
of intervention, but Bank of Norwey did not have to intervene immediate- 
ly to support the dollar although it finally did so within the first 
week. The current strength of the krone is partly of a technical nature, 
according to a Bank of Norway official. Tax instalments falling due 

at the end of Jume have thus made Norwegian business change substantial 
amounts of dollars into kroner excerting a downward pressure on the dollar 
rate. The main reason for the strong performance of the Norwegian krone. 
is, however, the international liquidity position of the country over 
many years. Net foreign exchange reserves at the end of April aiounted 
to more than $1,100 million - enough to finance almost four months of 
commodity imports. The § 375 million balance of payments deficit pro- 
jected for 1972 is expected to be financed by borrowing abroad. Nor- 
wegian businessmens' confidence in the Norwegian krone - or, maybe, lack 
of confidence in other currencies - is demonstrated by a rapidly growing 
trend toward export contracts payable in kroner. Practically all export 
contracts were in dollars, pounds or other major currencies until a few 
years ago. In 1971 kroner export contracts accounted for 40% of the 
total, a ratio which may exceed 50% in the near future, according to 
bankers. 








Government Off-Shore Oil Policy Takes Shape. 


The Norwegian government received its first Ekofisk royalty payment in 
early July based on 10% of the production at the wells at a posted 
price of 3 2.70 per barrel. International oil firms are becoming 
increasingly interested in the Norwegian part of the North Sea: between 
sixty and eighty of them have voiced interest in applying for the new 
allocation of blocks this fall. Three fields of major commercial | 
value have now been found in the Norwegian part of the North Sea. In 

addition to the Ekofisk field already in production for about a year, | 
the Frigg Field - two-thirds of which is situated on the Norwegian | 


| 


side,- has been established as on of the worlds major off-shore gas 

fields. A new oil field with a reported potential per hole produc- 

tion capacity comparable to that of the rich Ekofisk Field was found 
this spring. Domestic investors have been particularly lucky in the 
North Sea oil/gas game in that there is Norwegian participation ranging 

from 7% (Ekofisk) to 37.5% (Frigg) in all the three above-mentioned 
deposits of hydrocarbons. 


The outline of the future Norwegian oil policy can now be seen. A 
unanimous Storting (Parliament) Industry Committee voted for the 
establishment of an oil directorate and a state oil company. The 

oil directorate will be located in Stavanger, which is already 
established as Norway's off-shore oil center. The state oil company 
will be authorized to take part in all phases of oil exploration, 
production and marketing, with the possible exception of retail 
marketing. The state oil company will also take care of the Nor- 
wegian government's interests in regard to other gas/oil concessionaires. 
The government has stated its aims in obtaining oil production partici- 
pation rights on the basis of carried interests in every production 
right granted. State participation has so far been negotiated for the 
exploitation of the Frigg gas field and with the owners of a total of 
26 blocks. The last such settlement resulted in a 40% carried interest 
for the Norwegian government, but this percentage could well be in- 
creased in later settlements, according to a high government official. 
The government's oil policy is one of a cautious step by step design 
aimed at securing maximum long-term benefits for Norway. Prime Minister 
Trygve Bratteli said in a press conference recently that exploitation 
rights would be granted for only a relatively limited number of blocks 
and primarily blocks in the area between the 59th and the 62nd parallel. 


IMPLICATIONS FOR THE UNITED STATES 


Off-Shore Oil Major Growth Sector for US Business. 


Clearly, the continuing developments in off-shore oil and gas promise a 
steadily increasing market for exploration and drilling equipment and 
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related ancillary goods and services. The Government estimates that 
investment in oil activities on the Continental Shelf - excluding 
possible pipeline activity - will amount to $ 225 million this year. It 
is further estimated that about $ 150 million of that amount will be 
accounted for by imports of goods and services. While much of that has 
already been earmarked for U.S. suppliers, it is evident that the 

extent of off-shore oil and gas activity in Norway is still not fully 
appreciated in the United States. American suppliers who are not yet 
in the market should act quickly to avoid being frozen out by foreign 
competition. 


Growing Market for Pollution Control uipment. 


All segments of Norwegian society are becoming more and more serious- 
ly concerned about the problem of pollution; this is reflected, for 
example, in the recent creation of a Ministry for the Environment. 
There are obvious commercial implications: The Norwegian Federation 
of Industries has recently estimated that the current capital invest- 
ment that must be made by industry for pollution control will amount 
to $ 225 million or more. And in addition to this industrial invest- 
ment, large sums will have to be spent by the public sector for municipal 
waste treatment and the like. This should offer a promising market 
opportunity; and a good opportunity for market testing is offered by 
the planned Pollution Control Equipment show to be held at the United 
States Trade Center in Stockholm, Sweden, December 4-9, 1972. This 
show will be heavily promoted in Norway, as well as in the other Nordic 
countries. 


1973 Oslo Maritime Exhibition. 


The attractive potential of the Norwegian maritime market has stimulated 
the Department of Commerce to participate in the Norwegian maritime 
exhibition, NOR-SHIPPING, which is to be held in Oslo May 9-15, 1973. 
Preliminary plans call for a United States Exhibition comprising some 

35 individual exhibitors. Firms interested in participating - especially 
new-to-market suppliers of ships gear; sophisticated navigation equipment; 
advanced cargo handling equipment; labor-saving equipment for the ship- 
building industry; components for specialized vessels, such as cryo- 
genics systems for LNG carriers; and anti-pollution equipment for the 
maritime industry - should contact the Department's Office of Inter- 
national Trade Promotion. A general description of the market is con- 
tained in the May 1, 1972 issue of the Department's bi-weekly magazine, 


Commerce Today. 


Local Agents May Boost Sales of US Consumer Goods. 


American suppliers can probably best take advantage of the expected 















strengthening of consumer demand, described elsewhere in this report, 
by appointing a local representative to cover the market on their behalf. 
Norway's small population - 3.9 million - may be too small to justify 
sales trips from the United States, and department store buyers have 
indicated to the Enbassy their reluctance to order from catalog offerings 
and their preference for doing business with Norwegian agents and whole- 
salers. It is clear that American consumer goods can do well in this 
market if handled by a competent local agent, with adequate promotional 
support from the principal. Despite a 25% tariff barrier, for example, 

a well-known U.S. brand of jeans has increased its sales in Norway from 

$# 210,000 to # 3 million in three years, which proves that it can be 
done. 








Record US Shipments of Corn to Norway. 


Current estimate of this year's grain production in Norway indicate a 
somewhat smaller total output and imports will therefore be increased 
correspondingly. The Norwegian Grain Corporation indicates total pur- 
chases for the coming season of between 100,000 and 200,000 MT of 
barley - most of which will be coming from European countries, mainly 
Sweden and France. 


US corn sales to Norway will approach record levels this year. So far, 
the Grain Corporation has made contracts for 68,000 MT and has received 
some shipments. Another cargo of about 17,000 MT is currently being 
negotiated for November shipment. If successfully concluded, this will 
bring the total quantity up to 85,000 MT. 


The Grain Corporation reportedly needs 80,000 MT of wheat for the 
remainder of the year. Most of this will be of Swedish and/or EC 
origin but there are good chances for about 18,000 MT No. II Hard 
Winter and possibly another cargo (18,000 MT) of Spring Wheat pro- 
vided current price relationships continge. Thus, total purchases of 
US wheat of all types may reach 147,000 MT this year. Already pur- 
chased are 5 cargoes of No. II US Northern Spring, totalling 90,000 
MIT, plus 9,000 MT Hard Amber Durum Wheat and 12,000 MT of durum wheat 
for feeding. 


US Tobacco on Downward Trend. 


Tobacco is another major US export commodity to Norway. The general 
trend for both cigarettes and pipe tobacco is up. Purchases from 1972. 
crop, however, will be much reduced because of a previous stockpile. 
Stocks will be adjusted to normal levels and purchases will be resumed 
in the fall of 1973. The long-term trend away from US tobacco con- 
tinues. 
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